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PIOOR STATEMEIT - SENATOR OTENNIS

®, n. 04T CALENDAR NO. 1589
SETTERMENT AND DISABILITY SYSTEM FOR CERTAIN EMPLOYEES OF
THE CENTRAL INPSLLIGENCE AGENCY

PURPOSES AND IEED FOR LBEGISLATION

My, President, the purpose of this legislation 1s to provide an improved
—etirewent system for certain employees of the Central Intelligence Agency.

At the present time all employees of the Central Intelligence Agency arc
under the nomal civil service provisions for retirement purposes. The need for
+his bill arises from the Tact that because of the conditions of service, not
all of the CIA employees who are supporting and conducting inmtelligence activities
abroad can anticipate the period of employment required Tor retirement under the
present eivil service provisions. For this segment of CIA employees this bill
creates s special retirvemoat system which will maike it possible for these
employees to retire at an earlier age and with a less severe financial penalty
than the present Civil Service System employees. It is expected that not move
than 30 of the Agency employees would be covered under this new system. Not all
of these, of course, would ever qualify for retired pay.

As we all know, the entire CIA operation 1s an intelligence offort. At
this point, Mr. President, the question naturally arises as to how there can be
a clear line of distinction betwsen those employees who would be covered under this
111t and those who would remain under the Civil Service System. The bill comtains
two specific vrovisions on this point. Flrst, it provides that the Director,
in naming the employees to be covered under this system, will desigmte only
those determined by him to be in support of Agency activities abroad, end hazardous
£ o the 1ife and health of the employee, or only those vhose duties are so special-
ized, because of security requivements, to be clearly distinguishable from normel
govermment cmployment.  Seeond, there 18 specific limitation, not in the Houase
version, which provides that except for dlsability retirements, not more than
400 employees will be retired under this legislation during the period from the
dnte of enactment to June 30, 1965. Also, there is e limitation of 40O for the
next S-year period between July 1, 1969, and June 30, 1974,

Tt should also be emphasized, Mr. President, that the rules and regulations
o the Director for cetablishing and maintaining this system will beeome effective
only after approvel Ly the Chairmen and raniiing minority meri: - of the House

and Denate Cammlttees on Armed Services.
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Preocedents

The precedents Tor thiz type of legislation mey be found in the provisions
nor applicable €95 certaln personnel of the Federal Bureamn of Investigation anmd
other Pederal investigetive and orimindl detectlion activities, an® the semaate
stoatube aow applicable to Foreign Derviee officers. The preminse underlying this
1111, as well es the foregoing provisions, 15 a need for encourmpi-g, amd in
come cases divecting retiremant st ages earlier than those comtermiated v the
novmel civil serviee emplovyec.

IIGHLICHDS

&, President, before discussingthe detalls of thie lepialation T would
ke to mke two cbservations. First, even thouch this is a lengtyy b11l, many
of the provisions are similar ¢o those contained in the Civil Service retiremernt
ill. A repetition of language 1s necessary since the covered emplovees w1l be
retiving under the gevarate legal system establis&ed by this bill. Second, the
verslon now before the Semmte is conslderably more restrictive then the form in
whieh the bill veased the House. Tor the most past , the House version wes sindlae:
to the Forelgn Service Retiremsnt Act vhose provisions sre more 1iberal than the
£ivil Service Systes. The Commdtiee was of the opinion, however, thet this
gspecial retirement problem of the CIA could be adequately met with a aystem
move similar to the Civil Service System then the House version proposes. e
Committee smendments Tor the most part ere changes which eonfowmm the bill to the
warious vrovisioms now contained in the Clvil Service Retirerent fAct.

My discussion will outline the maaner In vhilch the 111 deverts from
the existing Civil Servieas Systers for the spocial CIA emplovees who sHuld be
cavered .
Retirement Pund

M, President, the bill would create & retirement fund 4o be nintained
by the Director. The employees would comtridute 637 of thelr Lmsie snlary. In
addition, the Divector would meke ostimates for anmel approvriations “or the
fund. The vest contributions of emplovees would be transferred in tris ~und.
Tt 18 also expected that past contributions by the Government would ales be
transferreé. Tinally, in oxder 15 insure e sound retirvement system, the Bl
requires an actuarial evaluation of the fund at imtervals of not more than 5 yea-s.
Poxticipants

Under the criterin alrealy 7iscussed, the Director wauld designrte the
persons lnown as particinants who would be under the special system. Tach

participant's record would be reviewed at least every 5 years in order to
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determine if they should remain under this system. The blll does contain e
provision inserted in the House providing that after 15 years of service, if

the Director sdjudges a person to be gualified for coverage under this system,

he may elect to remain under this retirement program and not be subject to further
review by the Director for retirement coverage purpcses.

Mr. President, we now come to the question of just what does this bill
provide for the people who are designated as participants.

First, the bill provides for an increase in vhat is now known as the
x;etirement mltiplier. It provides that those under this system will have their
retired pey computed on the basis of 24 of their average salary of the highest
five consecutive years. This average would then be multiplied by the number of
creditable years of service, not to exceed 35, with the result thet the msximum
smount of retired pay would te TO% of the highest 5-year average.

As we know, under the normal Civil Service formula the first -year period
is computed on the basis of l%;% of the highest salary for 5 consecutive years,
the next 5 years 1-3/4%, with the remaining serviee over 10 years at 2. The
1111l would therefore extend to these employees the 2% formula for the first
10 years es compared to the lesser civil service percentages for the first 10 yesrs

Retirement without penalty

Mr. President, under the normal Civil Service, all retirements below
age 60 incur a penalty, that is, a reduction in retired pay, even 1f one is
otherwise eligible for retirement. The penalty is 1% in retired pay for each year
under age 60 to age 55 snd 2% in retired pay for each year below age S55. As an
example, at age 50 the retired pay would be reduced by 15%.

Mr. President, the bill does not provide for any penalty in retired pay,
and if the person is otherwise eligible he will be permitted to retire under the
normal 2% formals.

Voluntary retirement at age 50

The bill would permit participants beginning at age 50, upon application,
with the consent of the director, to retire voluntarily, if they have completed
e total of 20 years of service, including at least 10 years with the CIA and a
minimm of at least 5 years of qualifying service. It is expected that normally
all of the creditable service would be in the nature of qualifying service, In
certain cases, however, participants may have completed prior military service
or service in some other Government agency. With respect to service within

the CIA, except for periods of rotation, most of the service would be of a
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qualifying nature, that is, duties involved in the conduct and support of
intelligence activities sbroad.

As an exsmple, Mr. President, 1T a man was 55 years of age and had
completed 25 years of service, he could voluntarily retire with 50‘,% of his
highest S5-year average. If he were under the Civil Service System he could
voluntarily retire at age 55 only if he had completed 30 yesars of service and
even here at a 5% reduction in retired pay. As we all lmow, under the Civil
Service System retirement below age 55 is permitted only if the separation
is involuntary.

Mendatory retirement at ege 50 and above

The bill provides that the Director in his discretion may wmandatorily
retire participsnts who are at least 50 years of age and heve completed the
same service required for voluntary retirement. His retlred pay would be
besed on the 2% formula.

Mendatory retivement with at least 25 years of service

The bill further provides that the Director may involuntarily retire
participants who have completed a total of 25 years of service without regerd
to age; provided the person has completed et least 10 yeprs of service with the
Agency, of which et least 5 years are qualifying. There iz a similar 25-year
involuntary provision under Civil Sefvice, with the distinction, of course,

that such retirements would incur a penalty.

Mandstory retirement based on age

The bill provides that participsnts in the grade of (GS-18 or sbove will
be mandatorily retired upon reasching age 65. Those below GS-18 would be
mendatorily retired at age 60. The Director could in all cases extend the
participation service for & period not to exceed 5 years. This provision is of
somewhat limited significance since there is no statutory tenure for CIA
employees. The Director can terminate the employment at any time.

Disability system

The billecontains provisions for a disability system comparable to thst
gor Civil Service employees, with the exception tr=t the disavility retirement

pay would be based on the 2¢ formula.
Other features

Mr. President, the bill contains a number of other provisions, most of

which are simlilar to those conteined in the Clvil Service Retirement Act. These
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relate, among other matters, to the question of deferred annuities, payments
for widows and children; cost-ol-living increases, and provisions relsting to
the sdministration of the retirement system and fund. All of these watters
are set forth in detail in the Committee Report and I shall not attempt to
digcuss them as & part of my statement.

Cost.

Mr. President, with respect to the cost of this special system, it is
anticipated that over the next 4% years, through June 30, 1969, the total
expenditures from the retirement fund would be approximetely $4 million. On
an anmual basis this would average about $900,000 a year.

1 shoula also like to emphasize that in terms of additional cost, that
is, the cost of retiring persons under this bill, as compared to the cost if
they whould be retired under the Civil Service prqviaions » there will be
expended an estimated $600,000 over the next Li.year pertod, or sbomt $132,000
on an ennual besis. This 3600,000 figure is of course included within the
total expenditure of $4 million.

Sumary

Mr. President, it is my personal view that as a metier of general policy
the Congress should not enact legislation which encoursges the early retlrement
of our Goveymment employees. Too often it appears that retirement becomes an
end in itself, with the result thet people are often retired at a time when
they could continue to render valuable service. The Cormrittee felt, however,
that becguse of the special circumstances involved, this bill is Justified in
opder to mewt the speclal problems end conditions of service with which &
gepgment of the CIA employees are confronted.

I regret that the security implications of this general subject do not
permit a more extenalve discussion of some of the fact situations. I am sure
that all Members of the Senste, however, appreciate the general sensitiwvity
surrouniing any discussion of this general subject.

I adght observe that cne particular part of the bili relating to ths
security aspects of this matter is the revision requiring that the rules and
regulations for the implementing ua{f—m be spproved by the Chalrmen and
Ranking Hinority Mewbers of the House andfﬁefmate Committees on Armed Servicas.
It is planned that the criteria for MQr this retirement progras
will ve of & somwwhat detalled and strict mature. The security luslleations
do not permit disclosure of this aspeet of the progran. This provieion,
however, insures that the appropriate Committee represemtatives wiil be fully

swnre of the operation of this program.
I urge the Senate to adopt this legislation as smended by the Committee

on Armed Services.
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